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These Canadian Loadstars are U.S. Bound 


The International truck plant in Chatham, 
Ontario now builds the total North 
American requirements of the cab-over 
CO Loadstar, as a result of the Auto- 
motive Trade Agreement with the United 
States. The plant also builds conventional 
Loadstars for Canada and for segments 
of the United States market. 


Concentrating on fewer product lines 
has brought new efficiency to the 
Chatham plant. Access to the huge U.S. 
market has brought higher employment. 

Engineers at Chatham Works have 
responsibility for the continuing CO 
Loadstar design program, to keep it 
abreast of the industry’s changing needs. 
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Our cover pictures symbolize the evolution 
of a new hydrostatic drive windrower, from 
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THE PRESIDENT’S LETTER 


The 1968 fiscal year, while presenting 
many problems for our business, was one 
of solid accomplishment in many areas. 
Total export sales were at the second 
highest level in the Company’s history, 
while domestic sales were generally lower 
in all categories due to labour strikes 
and other adverse conditions. 

In 1968, our Company announced a 
large number of important new products. 
There has hardly been a period in our 
history when so many new models were 
introduced in all product lines. 

Truck sales were good in 1968, with 
industry registrations continuing at about 
the same level as 1967. We substantially 
increased our share of the important 
heavy-duty market in which we have been 
the traditional leader, although we did 
not keep pace with the growth of the 
market for smaller trucks. 

Industry sales of farm equipment in 
North America were down in 1968. It is 
encouraging to note that our share of 
this market improved although our total 
volume decreased. 

Construction equipment sales in 
Canada were slightly lower than in 1967. 

The most significant problems we faced 


in 1968 were major strikes at Chatham 
Works (8 weeks) and at Hamilton Works 
(18 weeks) as well as at our Burlington 
and Montreal service parts depots and 
four retail branches in major cities. One 
or more of our Company operations were 
strike-bound from mid-June to mid- 
December 1968. As a consequence, 1968 
income was severely affected 

We approach 1969 with optimism and 
confidence, and believe that our total 
sales may exceed those of any previous 
year. Income is not expected to increase 
in proportion to this higher sales level, 
however, due to greater labour and ma- 
terial costs. 

Wage increases resulting from 1968 
negotiations were substantial, outstrip- 
ping gains in productivity. Full impact 
of these higher costs for labour, material 
and services will be felt in 1969. Price 
adjustments were made where possible, 
but these have not been sufficient to re- 
cover such increased costs. We will con- 
tinue our determined efforts to increase 
productivity and reduce manufacturing, 
distribution and administration costs, as 
well as the cost of purchased materials 
and services. 


Domestic sales of trucks and construc- 
tion equipment should increase in 1969, 
in response to greater activity in con- 
struction, natural resource development 
and other sectors of the economy. Do- 
mestic sales of farm equipment are un- 
certaininthe West duetotheinternational 
wheat situation, but the outlook in the 
East is expected to be more favourable. 

Export sales in 1969 are expected to 
improve. Export of trucks to the United 
States will continue to expand as a result 
of the Automotive Trade Agreement, 
but farm equipment exports will prob- 
ably not rise above the 1968 level due to 
the effects of the lengthy work stoppage 
at our Hamilton farm equipment plant. 

The Board of Directors and all mem- 
bers of management join me in looking 
forward to the support of all Interna- 
tional Harvester employees, distributors 
and dealers throughout Canada to make 
1969 a successful year. 


Sa era oi a 


C. C. BRANNAN, 


January 10, 1969 President 


REVIEW OF OPERATIONS 


TRUCK SALES HIGHEST EVER 


Sales of International trucks, service 
parts and service were 4.6 per cent higher 
than in 1967, and represent the highest 
annual sales volume of this product line 
ever attained by our Company. 

This increase is attributed to our ex- 
port sales, primarily to the United States. 
1968 sales in this category were double 
those of 1967. Growth in the export de- 
mand results from our participation in 
the manufacture and sale of vehicles 
under the Automotive Trade Agreement. 
This additional production, together with 
a reduction in the number of models 
built at Chatham, provided for further 
efficiencies in manufacturing. We believe 
that our truck sales to the United States 
will continue to expand in 1969. 

Domestic sales of trucks were not as 
good in 1968 as in 1967. Sales of light- 
duty trucks were not satisfactory and we 
did not maintain our normal level of 
market participation. We expect to ob- 
tain a larger share of this business in 
1969 with the introduction of a new, 
more competitive line of vehicles. 


IH HOLDS HEAVY-DUTY LEAD 


We made substantial gains in the heavy- 
duty truck business. More than 25 per 
cent of all new heavy-duty trucks regis- 
tered in Canada in 1968 were Interna- 
tional trucks. Industry sales in this 
classification were lower than in 1967. 
Our gains can be attributed in part to the 
introduction of new truck models as well 
as traditional leadership and product 
acceptability in the heavy-duty market. 


NEW ‘68 HEAVY-DUTY MODELS 


Several new truck models were intro- 
duced in 1968. Leading the field is the 
all-néw International Transtar diesel 
highway truck which became available 
in Canada late in 1968. This truck, the 
leader in its class, is a cab-over type in 
the 35,000 to 54,000 Ibs. gross vehicle 
weight range, and features an aluminum 
cab with luxurious interior appointments 
and sleeper accommodations. 


Early in 1968 a major new series of 
heavy-duty Fleetstar trucks was intro- 
duced. These trucks are known collec- 
tively as the “‘A”’ line, and are available 
both as four-wheel vehicles with two- 
wheel drive and as six-wheel units with 
four-wheel drive. They succeeded the 
popular “‘R’’ and “‘V” series International 
trucks which were in production for 
some years. 

The Fleetstar-A line, under develop- 
ment for about five years, has entirely 
new cab, frame, suspension system, sheet 
metal and other features. It is available 
with a choice of 90-inch or 92-inch 
bumper-to-back-of-cab dimensions and 
with fibreglass tilt hood or butterfly-type 
steel hoods. An exclusive new heavy-duty 
‘““cushionride”’ cab, designed for this 
series, is among many important inno- 
vations. 

Fleetstar-A line trucks are available 
with gasoline or diesel engines and are 
furnished both as straight trucks and as 
tractors for use with semi-trailers. Al- 
most infinite variations of equipment are 
available for particular needs, in addi- 
tion to the prototype specifications. 


NEW ’69 LIGHT-DUTY MODELS 


There is a growing tendency for truck 
buyers to use light-duty trucks for rec- 
reation and personal transportation as 
well as for business. This has caused the 
light-duty market to grow at a faster 
pace than the truck market in general. 
To capitalize on this market growth, the 
International light-duty line for 1969 has 
been completely restyled and re- 
engineered. The new “‘D”’ series features 
distinctive automotive styling, together 
with superb riding and steering qualities. 
This totally new ““NOW” look is evident 
in our entire light-duty line, including 
the Scout, pickups, the Travelall station 
wagon, the Travelette 6-passenger pick- 
up and stake and platform models. These 
vehicles have great appeal for every seg- 
ment of the light-duty market, and we 
have had an enthusiastic response to 
them. 


The Canadian truck market should 
continue to increase as the population 
grows and the economy expands. We 
feel that our participation in the truck 
business in Canada, with the products 
now available, will increase at a faster 
pace than the industry growth rate. 


FARM EQUIPMENT SALES 
DOWN 


Farm equipment sales were down sub- 
stantially in 1968. This decline was about 
equal in our domestic and export sales. 
The farm economy in Western Canada 
was depressed and not conducive to large 
expenditures for farm equipment. Some 
of the major factors contributing to this 
condition were strikes of Seaway workers 
and Lakehead grain handlers; excessive 
rain during the harvesting season and 
absence of expected government financ- 
ing. Canada’s unsuccessful effort to 
negotiate any major new wheat sales did 
not help the situation. 

As a result of these situations, we suf- 
fered a reduction in retail sales which 
was common to the industry. There were 
some bright spots insofar as our partici- 
pation in certain product areas was con- 
cerned. Our overall market penetration 
increased with the largest gains achieved 
in tractors and diskers. These results re- 
flected a significant historical pattern; 
our sales do not suffer as much as our 
competitors’ when the farm equipment 
industry is having a relatively poor year. 

There has been excellent acceptance of 
the new products introduced in 1968, 
particularly the 656 hydrostatic drive 
tractor, the 624 tractor imported from 
our German affiliate, and the 300 Diskall 
which is manufactured at our Hamilton 
plant. 

A new Company-owned retail store 
was opened in Lethbridge, Alberta, in 
1968 to provide sales and service for the 
full line of farm equipment and trucks 
in the immediate area. 

More than 60 per cent of the product 
manufactured at our Hamilton plant is 


exported to the United States. The two 
lengthy shut-downs due to strikes at this 
plant resulted in reduced export sales 
because goods were not available during 
the selling season. This factor will con- 
tinue to affect oursalesintheearly months 
Oiml96") 


CONSTRUCTION EQUIPMENT 
SALES SLIGHTLY LOWER 


Sales of construction equipment were 
2 per cent lower than the level attained 
in 1967. 

A significant accomplishment in 1968 
was the placing of large fleets of Pay 
haulers on large hydro power construc- 
tion projects and on the Welland Canal 
widening project. Sales of the new TD- 
25C crawler tractor also were good in 
1968. This unit, which is in the 250 to 
300 h.p. range, is the largest Interna- 
tional crawler tractor. The TD-25C is 
available with gear drive and power-shift 
transmissions and features a number of 
exclusive innovations for ease of mainte- 
nance. The undercarriage has life span 
lubricated rollers, superior track seals 
and heavy strutted track links for fewer 
and shorter maintenance stops. 

Increased business is expected through- 
out a wide spectrum of manufacturing, 
commercial and institutional construc- 
tion activities as well as the forest indus- 
tries. The fine acceptance accorded the 
TD-25C crawler, several improved Pay 
loader models produced at our Candiac 
plant, and other new products, give us 
reason to expect an increased share of 
the construction equipment market. 


SOLAR PRODUCTS EXPAND 


There is a growing market in Canada for 
Solar products developed and marketed 
by International Harvester Company. 
These products consist primarily of gas 
turbine-powered engines and compressor 
sets for stationary power units. Their low 
operating cost and low maintenance cost 
are making them increasingly popular, 
especially in the oil fields of Western 
Canada. 


EMPLOYMENT DOWN IN 1968 
The Company’s average employment in 
1968 was 6,363, compared with 7,316 for 
1967. Our production operations were 
sustained at a lower level in 1968, pri- 
marily because of the prolonged work 
stoppages at our Hamilton and Chatham 
plants. 

Contract negotiations began with the 
United Steelworkers shop union at our 
Hamilton plant early in February and 
with the United Auto Workers shop 
union at our Chatham plant early in 
April. Contracts were signed with both 
of these unions only after lengthy strikes. 
The year closed with the Hamilton plant 
shut down due to an office workers’ 
strike which was settled in early Decem- 
ber. The United Auto Workers locals at 
two service parts depots and four retail 
branches were out on strike from late 
November to mid-December 1968. 

At October 31, production and mainte- 
nance employees in Company factories 
were receiving an average wage of $3.30 
per hour, not including overtime or night 
premium payments. 

In terms of hours worked, Company 
benefit plans covering such matters as 
vacations, holidays, retirement, insur- 
ance, hospitalization and other items, 
plus the cost of overtime and night pre- 
mium payments, added $1.19 per hour. 

Total wage and benefit payments made 
by the Company to or on behalf of pro- 
duction and maintenance employees 
averaged $4.49 per hour worked. 


EXECUTIVE CHANGES 


John W. D. Wright, retired Vice Presi- 
dent, Finance, International Harvester 
Company, resigned from the Board of 
Directors. He had been a Director since 
1961. 

W. Duncan Drummond, Vice Presi- 
dent, Engineering, was elected to the 
Board of Directors to replace Mr. Wright. 
Mr. Drummond was subsequently ap- 
pointed Vice President of Operations 
with executive responsibility for manu- 


facturing, engineering and advertising. 

William B. McIlvaine Jr., Vice Presi- 
dent, Merchandising and Employee 
Services, and also a Director, resigned to 
accept a position with International 
Harvester Company, Overseas Division. 

Fred H. Cobb, Comptroller, was elec- 
ted to the Board of Directors to succeed 
Mr. Mcllvaine. 

William R. Fleming, a member of the 
Board of Directors, formerly Vice Presi- 
dent, Sales, was named Vice President, 
Motor Truck Sales. 

Robert D. Musgjerd, formerly an 
executive with International Harvester 
Company, was appointed Assistant to 
the President with executive responsibil- 
ities for farm equipinent sales, construc- 
tion equipment sales and employee 
relations. 

Ronald E. Penfold, Chief Engineer, 
Hamilton Works, was appointed Man- 
ager of Engineering for the Company. 


Research and 
Development 
Story 


A commitment to design 
new products in Canada 


The phrase “research and development” 
probably hadn’t been thought of in 1903. 
But the creation of new products has 
been a major preoccupation at Hamilton 
Works since the Company was founded 
65 years ago. 

The scope of International Harvester’s 
design activities in Canada surprises even 
professional engineers. It is doubtful if 
any Canadian company is more fully 
committed to the design of new products 
“from the ground up’. 

The results have been impressive. All 
of the products manufactured by the 
2300 employees of Hamilton Works were 
designed at Hamilton Works. Moreover, 
research and development has made a 
significant contribution tothe Company’s 
export program. 


Left: 

Electronic equipment measures the results as 
an axle assembly is punished hour after hour 
in a stress analysis test. 


Below: 

The management team behind International 
Harvester research and development: 

From left to right: C. B. Harrop, Chief Engineer, 
Hamilton Works; C. E. Lindros, Chief Engineer, 
Chatham Works; R. E. Penfold, Manager of 
Engineering, Hamilton General Office. 


The evolution of 
Canada’s hydrostatic 
drive windrower 


The hydrostatic system of power trans- 
mission was in its infancy in 1963. Our 
Advanced Engineering Groupin Hamilton 
began to wonder if this new concept 
could be applied to windrowers. 

As they saw it, a hydrostatic drive 
windrower would offer many benefits to 
farmers cutting and windrowing hay and 
other crops. 

A flick of a lever would give an infinite 
choice of speeds in forward and reverse. 
Full engine RPM even at slow ground 
speed would ensure efficient cutting. The 
machine promised to be exceptionally 
reliable, highly maneuverable and easy 
to operate. 

The theory was intriguing. The ques- 
tion was: how well would such a machine 
work? 

The Product Committee gave the green 


A lifetime of service in rough fields is simulated on the 


light for initial development. An experi- 
mental prototype was built that proved 
the basic concept sound. Further devel- 
opment continued. 

The Advanced Engineering Group and 
the Product Engineer assigned to- the 
windrower were able to draw on. the 
resources of the parent company, which 
was developing hydrostatic drive trac- 
tors and combines. 

By 1966, final prototypes were being 
field-tested all over Canada and the 
United States. A multitude of adjust- 
ments and modifications were made. 

A year later, the windrower was in 
limited production, and 1968 saw it work- 
ing on farms all over North America. 
What’s the verdict on this new machine? 

A Wisconsin farmer put it this way. 
“.. . The varied speeds available with 
hydrostatic drive have greatly increased 
my productivity. I have been harvesting 
better than five acres per hour with my 
375 windrower.”’ 


nea 
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8 “rock and roll’ structural test. 


Engineers 


at Hamilton Works measure torque output from t 


Hydrostatic drive replaces a conven- 
tional transmission with a hydrostatic 
pump and motor and a control system. 
Because the rate of fluid flow can be 
controlled over an infinite range, hydro- 
static drive provides an infinite choice 
of speeds, as opposed to the specified 
number of speeds offered by conven- 
tional transmissions. 


he windrower's hydrostatic drive. 


\ ar. sG' 


Here, briefly, is how hydrostatic drive 
works in the 375 windrower. The en- 
gine [A belt-drives the hydrostatic 
pump fm. Pistons in the pump travel 
at constant speed, but the distance of 
piston travel varies, as controlled by the 
lever {@). 

The distance the pistons travel deter- 
mines the amount of hydraulic fluid 
flowing through the lines D . 

Pistons in the hydrostatic motor E 
travel a constant distance, but the speed 
varies, depending on the flow of hy- 
draulic fluid from the pump. 

Thus, mechanical energy from the 
engine is converted to hydraulic energy 
by the pump. The motor converts the 
hydraulic energy back to mechanical 
energy at the differential |F . 


You could assess the importance of 
International Harvester’s Hamilton re- 
search and development program from 
several viewpoints. 

For one thing, it provides challenging 
scope for many talented engineers who 
might otherwise be lost to Canada. 

It has resulted in constantly improving 
equipment that has helped farmers achieve 
enviable productivity gains over the years. 
Providing increased productivity at min- 
imum cost to the farmer is the prime 
objective of every Hamilton Works design 
project. 

Moreover, research and development 
makes a crucial contribution to the Com- 
pany’s manufacturing and export pro- 
gram. All the products manufactured at 
HamiltonWorks stem from this Canadian 


R & D program. And the total North 
American requirement for these ma- 
chines is provided by Hamilton Works. 


Central Florida is the site for this field-test of a new Hamilton-designed hay-conditioning wind- 
rower. A Hamilton design engineer examines the crop to make sure that the crushing action 
provides for uniform curing prior to baling. Products designed in Hamilton are field tested on 
farms in every part of Canada and the United States. (See map below.) 
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Left. There is a highly- 
effective research and 
development team at the 
Company’s truck plant in 
Chatham, Ontario. Their 
primary assignment is the 
continuing improvement 
of the CO Loadstar, built 
in Chatham for the North 
American market. This 
engineer is testing for 
consistent air pressure in 
the brake system. Other 
Canadian-engineered 
models include the 
DF-480inthe background. 


From this it can be seen that the 
Hamilton engineers must have a truly 
international outlook. 

They must be attuned to agricultural 
trends in every part of the continent, 
from the Peace River grain country to 
the rice fields of Louisiana. The machines 
they design must prove effective in the 
heavy gumbo of the Canadian west and 
in the sandy soil of Georgia. 

These highly-qualified engineers must 
therefore be agricultural experts as well. 
The Advanced Engineering Group in 
particular must anticipate farming trends 
long before they mature to make sure 
that new machines will be ready. Research 
reports from universities all over North 
America are required reading. 

New machines must be field-tested 
throughout the length and breadth of 
North America.This continent-wide test- 
ing pits the new products against every 
condition in every part of Canada and 
the United States. Moreover, it extends 
the testing season to ten or more months 
in the year. 

Field-testing techniques are designed to 
duplicate actual farming conditions. They 
are conducted not on experimental plots 
but on typical farms. The farmers them- 
selves use the machines as if they were 
their own. Test engineers from Hamilton 
follow the machines on the test circuit 
to assess performance, look for flaws and 
find solutions. 

Through research and development, 
International Harvester Company of 
Canada, Limited is helping the farmer 
increase his productivity in today’s fast- 
changing world of agriculture. 


INTERNATIONAL 


Above. Nine of the one hundred and seventy people of Hamil- Reading in a clockwise direction from top center, the products 
ton Works Engineering are shown with several sales members are: 105 combine, 275 manure spreader, 275 windrower, 150 
of the Product Committee. They are backdropped by some of drill, 45 Vibra Shank cultivator, 10 semi-mounted drill, 175 
the farm machines they created. windrower, 1501 front end loader and 175 manure spreader. 


BASIS OF FINANCIAL STATEMENTS 


FINANCE SUBSIDIARY 

The net income of the finance subsidiary, 
International Harvester Credit Corporation 
of Canada Limited and its income retained 
have been combined herein with those of 
the International Harvester Company of 
Canada, Limited. The equity capital of the 
finance subsidiary appears as an investment 
in the Statement of Financial Condition. A 
separate Statement of Financial Condition 
of the subsidiary is on page 20. 


AUDITORS’ OPINION 


To the Shareholders of 


INVENTORY VALUATION 

Inventories have been valued at the lower of 
cost or market, market being considered as 
replacement cost, which does not exceed net 
realizable value. 


DEPRECIATION 

Depreciation has been computed by the de- 
clining balance method at rates generally 
calculated to absorb the cost of property 
during the period of its useful life. 


* International Harvester Company of Canada, Limited and Subsidiary 


RETIREMENT PLANS 


The Company has retirement plans in effect 
for eligible salaried and hourly-rated em- 
ployees. The estimated unfunded liability in 
respect of past service benefits at October 31, 
1968 was $10,400,000 which is being amor- 
tized over twenty-five years from January 1, 
1964. Contributions charged to income by 
the Company in respect of these plans were: 
1968—$2,147,000; 1967—$2,242,000. 


DELOITTE, PLENDER, HASKINS & SELLS 
CHARTERED ACCOUNTANTS 


105 MAIN STREET EAST 


International Harvester Company of Canada, Limited: 


HAMILTON, ONTARIO 


We have examined the Statement of Financial Condition of International Harvester Company of Canada, Limited 
as at October 31, 1968 and the Statement of Income and Income Retained for the year then ended. Our examination 


was made in accordance with generally accepted auditing standards, and accordingly included such tests of the account- 


ing records and such other auditing procedures as we considered necessary in the circumstances. 


We have made a similar examination of the Statement of Financial Condition of the Company’s wholly-owned non- 
consolidated finance subsidiary, International Harvester Credit Corporation of Canada Limited as at October 31, 1968. 


In our opinion these financial statements present fairly (a) the financial position of International Harvester Company 
of Canada, Limited as at October 31, 1968 and the results of its operations for the year then ended, and (b) the financial 
position of the Company’s wholly-owned non-consolidated finance subsidiary, International Harvester Credit Cor- 
poration of Canada Limited as at October 31, 1968, in accordance with generally accepted accounting principles. 


In our opinion these generally accepted accounting principles have been applied on a basis consistent with that of the 


preceding year, except for the change in accounting for deferred income taxes outlined on page 17. 


Dritte Plots, Herbs 9 fille 


December 6, 1968. 
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Fa International Harvester Company of Canada, Limited 


STATEMENT OF INCOME AND INCOME RETAINED For the Years Ended October 31, 1968 and 1967 


SALES AND OTHER REVENUES 
Sales 
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1968 
$168,938,018 
51,668,465 
20192. 
223,194,410 
1,586,334 
602,549 
220,353,293 


192516 75292 
19,456,044 


4,428,331 
760,866 
2,974,913 
219,787,446 


5,595,847 
1,550,000 


4,045,847 
10,793;697 


$ 74,839,544 


1967 
9193,720,219 
53,729,504 
2,481,835 
250,007,618 
[33,185 
238,343 
251,579,146 


211,952,114 
19591731 


4,476,737 
586,881 
6,938,826 
243,546,289 


8,032,857 
3,600,000 


4,432,857 
66,360,840 


beL0 193,007 


The information referred to by page number above and the Basis of Financial Statements presented on page 12 are an integral 


part of this statement. 
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Fa International Harvester Company of Canada, Limited 


STATEMENT OF FINANCIAL CONDITION OCTOBER 31, 1968 AND 1967 


ASSETS 


CURRENT ASSETS 


Demand notes receivable from finance subsidiary 
Receivables 
Trade; ACCOUNTS 515s F56e nso ce oe cet re oc re Sta ene ceo renee 
Miscellaneoussci'. 6 cittis < cacao ita ce S oiahs ssc eit een eee ee 
Due from attihatedcompanicSs =) -e. a<..6 52 2 ee 
Due from finance;subsidiaty <2 2. ee nee. te ee i ee eee 


INVERtOLIES 2 Gas eee rhs cre aoe Eee eee bee Se BRN a Set EE 


INVESTMENT IN FINANCE SUBSIDIARY 
(Statement of Financial Condition on page 20) 


Equity in Met Assets. acer. seoccus Senin oc ete oe en ee eae ics ae ee 


OTHER: ASSETS fs irr, bas, Gin dicts ols a orate decal nene a Ronee Bettie tet s ntiee elit neces tee oe 


PROPERTY (page 17) 
Real estate; machinery and’equipment——at costs. 45.2 ee ee 
Less accumulated depreciation: sires ee tee eg ae a 


Net. Property's. 5. siete setae wre ape pence cick eee ere ete te 


TOTAL ASSETS i. 55 ttle aed oe 


1968 


95,881 
11,075,000 


97595,916 
1,506,818 
IM iM) 
L1672023 
54,977,949 


78,632,032 


14,191,613 
532,029 


63,865,238 
34,040,756 


29,824,482 


$124, 180,956 


1967 


95,473 
3,230,000 


92S E510 
PABA Be =) 
1,961,187 
770,328 
48,923,770 


65,359,643 


13;555;279 
1,641,089 


62,743,504 
31,754,484 


30,989,020 


$11,545,031 


The information referred to by page number above and the Basis of Financial Statements presented on page 12 are an integral 


part of this statement. 


LIABILITIES AND EQUITY CAPITAL 


CURRENT LIABILITIES 
ES BK CICOLCOTICS SIRE Les eit i ba ot eee WON BREE tM e ol as 


SuirenamauMresOl One -ferl eDl. ie... 5 0. oar Ree Mae cs SOs OU i eee ve 
Pca ORAUMITATCCECOMA PANIC seme: tr cue te lela Me ae eRe wb Me eae nei ale oa aiacs 
Mor aimetincrit ia DINE C See ar. co tenec <A tirais, So, 4 8 geese rade Penne Goeth NR 5 yt Solace! Se 


LONG-TERM DEBT 


51% °% notes—maturing November 1, 1973 payable in equal semi-annual instalments. . 


6°% note—maturing December 31, 1972 payable in semi-annual instalments (U.S. 


EO O GINO) AR. oy 5 eee ot G ARM ear Mn Br Pe Carne AE oy 9 
“TT GEG eel tre Be Reser ACG US WW peas Ee UN 9) Pagid are ge gear 


DEFERREDFINGOMENTAXES! (page L7)0 5 ke cccen ese arc mre dec tale euskd mewn o be gon we 


EQUITY CAPITAL 
Capital stock 
Authorized, issued and fully paid—150,000 shares of $100 par value.......... 
Hine Onilewnet AMMeGn DAC Cal ON ae ree. cre ik ee PO eee heh Nh BP cree tes APPR MP 5 onus 
PO talecQUityeCa Dita harem men . Wertewre at ae en eNotes he) gives 


DOTALHLIABIEITIES AND: EQUITY CAPITAL 2.0.00... cbc bc et eee scence dens 


1968 


9977832 
13,503,507 
2,496,376 
16135537 
501352 


26,023,684 


3,400,000 


4,338,728 


T1385, 128 


579,000 


15,000,000 
74,839,544 


89,839,544 


$124, 180,956 


1967 


$ 2,084,721 
13,904,437 
3,885,979 
800,000 
68,197 
20,743,334 


4,200,000 


4,200,000 
808,000 
15,000,000 


70,793,697 
85,793,697 


$111,545,031 


Approved on behalf of the Board: C. C. BRANNAN, Director 
F. H. Coss, Director 
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1964 1965 1966 1967 1968 


EARNINGS LOWER 

Earnings were $5,596,000 compared to 
$8,033,000 in 1967, a decrease of 30.3 
percent. 

Several unfavourable conditions pre- 
vailed in our business throughout much 
of the year. 

Our total domestic sales were lower, 
particularly in farm equipment. 

Strikes at Chatham and Hamilton 
Works caused considerable loss of 
production and subsequent sales to the 
United States. 

Operating margins were less favourable 
as employment costs and the cost of 
purchased materials and components 
continued their upward trend. 

The Company’s earnings will suffer if 
increases in the cost of labour, materials 
and services cannot be recovered through 
increased productivity, higher sales vol- 
ume and price increases. 


INCOME RETAINED 
The balance in Income Retained in- 
creased from $70,794,000 at October 31, 
1967 to $74,840,000 at October 31, 1968 
reflecting earnings retained for the year of 
$4,046,000 as compared with $4,433,000 
in 1967. 

At October 31, 1968, $35,216,000 (1967 
— $35,074,000) of International Har- 
vester Company of Canada, Limited 
Income Retained was restricted as to pay- 
ment of cash dividends by a long-term 
debt agreement covering its 514° notes. 


WORKING CAPITAL HIGHER 
Working capital of the Company 
(current assets minus current liabilities) 
increased by $7,991,000 in 1968—from 
$44,617,000 at the beginning of the year 
to $52,608,000 at the end of the year. 

An analysis of working capital added 
by operations of the past two years 
appears below: 

19681967 

Netincome of Company.... $4,010,000 $ 6,700,000 
Dividends from finance 


MOSER oncocancoueoe 950,000 900,000 
Depreciationnenmen merce 4,574,000 4,188,000 
Total Sistratessmee veer $9,534,000 $11,788,000 


Data for a ten-year period regarding 
funds derived from all sources, including 
those generated by operations, and funds 
disposed of, appear on page 18. 


WORKING CAPITAL ADDED 
BY OPERATIONS 


$ MILLIONS 


1964 1965 1966 1967 1968 


INVENTORIES RISE 

Inventories increased during the year by 
$6,054,000—12.4 percent whereas sales 
declined 10.7 percent. Approximately 
61.0 percent of the inventories consist of 
finished machines, attachments and 
service parts and the remainder consists 
of raw materials, supplies and work-in- 
process. 


YEAR-END INVENTORIES 


$ MILLIONS 
60 


aS 
50 


CAPITAL EXPENDITURES LOWER 
Capital expenditures for the year 
amounted to $3,724,000 considerably 
lower than $7,638,000 for 1967. The 
accompanying schedule shows the effect 
of these expenditures, and of other 
factors including depreciation, upon the 
property account: 
Net property at 

October 31, 1967....... $30,989,000 
Changes during 

1968 fiscal year 

Capital additions....... $3,724,000 

Depreciation............ (4,574,000) 

Net book value of 

property dispositions.. (315,000) 

Net decrease during 

thelvedieena sacs ns. (1,165,000) 
Net property at 

October 31, 1968....... $29,824,000 


Capital expenditures are expected to 
be substantially higher in 1969. At 
October 31, 1968 appropriated balances 
carried forward totalled $2,974,000. 


Commitments on appropriations in 
progress at October 31, 1968 approxi- 
mated $1,374,000. 


INCOME TAXES 
Income tax expense was $2,975,000 in 
1968 and $6,939,000 in 1967. 

In 1968 tax expense has been reduced 
by recoveries of prior years amounting 
to $666,000. 

Tax audits have been completed and 
settled through the 1966 fiscal year for 
the Company and its finance subsidiary. 


DEFERRED INCOME TAXES 

A recent opinion of the Canadian Insti- 
tute of Chartered Accountants adopted 
the principle of comprehensive inter- 
period income tax allocation. This prin- 
ciple provides for recognition of the 
income tax effect in the current period 
for each income and expense item regard- 
less of when the income tax is actually 
payable. In 1968, to comply with the 
foregoing opinion, the Company adopted 
comprehensive inter-period tax alloca- 
tion. The effect of this change of practice 
was to increase net income by $534,805 
of which $425,805 is attributed to the 
non-consolidated finance subsidiary 


(page 20). 


B CAPITAL EXPENDITURES 
DEPRECIATION 


$ THOUSANDS 
8,000 


7,500 
7,000 
6,500 


6,000 
5,500 
5,000 


4,500 
4,000 
3,500 
3,000 
2,500 


2,000 
1,500 


1,000 
500 


1964 1965 1966 1967 1968 
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oa International Harvester Company of Canada, Limited 
STATISTICAL DATA (Dollar amounts in millions) 


1967 1966 
SALES BY AREA OF FINAL SALE 
Catradad sic <.5. Sec Sid statis a) are (os Saeo es ere een $193.8 $200.9 
United States os cg os 06 5 cic oe acts ce ee ree ee Daa 42.6 
Europe. and Africas co 55.22) .5 | apt ee ee ee 8 4 
Latin AMeriCa oc. nee ial Sa. 6 6 om Soh eer rede ee ea ee 6 iS 
Pacific Area... gc sis ses 0G 3 os oye 0% SIRO ast ame nore Tee ‘eal Jt} 
Total os 0 is eu wicca swims Bele Sime oe enna ene nnn ee $250.0 $245.7 
NET INCOME 
AMOUR. css anle ace sous so dose & 51a eh eetoTe teases =n an ee $ 8.0 S102 
Percent of sales s...aco% soos Sees is BLO Se ee ee 3.217, 4.15% 
Percent of equity capital: 2... s,m etek one eee ee Beal 7A 132857 
WORKING CAPITAL CHANGES 
From operations — Note s..52. 4. ne ee ee ee $ 11.8 $ 12:9 
Added by increase in long-term debt... 6.8 eee _ — 
Effect of changes in other assets, ete. (net nee eee ee re ee 2 (1.2) 
Dota occ oo eae ee Sees aaa Pesos ae eee cn 12.0 meg 
Used for: 
Capital expenditures, 2.3m oh ie oe pe er ere ee ee ea 7.6 5.8 
Commonstock dividends .2. sic. sitet tae 3.6 5.6 
Retirement’of long-term debt... ets ee ee eee 8 4 
Total toca ne ee Stra ste: crate aerate ae ar ea 12.0 11.8 
Increase:or (decrease).2 75 payee ce ee ee ee $  — Sanh) 
DEPRECIATION | facets eet eee a eee eee ieee eee $ 4.2 Ns) 
EQUITY CAPITAL AT END OF YEAR—OCTOBER 31 
Common stock 2.208 2s sais5: bls, eee eee ate ae ae SiO Sil5.0 
Income retained sscdroc se ace oe Sees alee ate ae ed ee 70.8 66.4 
Total equity. capital: di..00 =) see een ee ee ee eer $ 85.8 $ 81.4 
REPRESENTED BY 
Current’ assets ic) aise ales 4 Se ee ee ee ee S265:3 $ 66.7 
Less: Current habilities¥2)2.54) 2 seer ae ee ee ee eee 20e7 pipe 
Working capitals ox, 5) se ee eee ee ee 44.6 44.6 
Property. (met):.cd2 52 aon en ao ee nn goer ee re 31.0 Ziel 
Investment mi finance subsidiary 12... et ee ee ere 13.6 134 
Other assets. iu 6 2555 ere eae ee ee ee ee ee 1.6 IG 
Total «seas. as Bee be Fee ee ee ee ee 90.8 87.0 
ess: 
Long-term: debt...0c 24 leu todneas eR pee cae ee ee 4.2 5.0 
Deferred income taxes... ..c 5 c.20 se tees ee ee 8 6 
Provision for-employees sretirement beneitca..1. ee ee _ — 
se) | Parr eee ie ee eR erg irre ana Sesln a nie SRDS 5.0 5.6 
Total net assets is... <.: «csc. sae ee ee $ 85.8 $ 81.4 
RATIOS 
Current assets to current liabilitiesS.)) ee. Soe ee 3,.2-1 3.0-1 
Equity capitalito-long-term debt. 22-0.) eae ee 20.4-1 16.3-1 


Note 1. On page 16 under the section ‘“‘Working Capital’ there is shown, as to 1968 and 1967, an analysis of working 
capital generated by operations. . 


3.7-1 
6.1-1 


International Harvester Credit Corporation of Canada Limited 


STATEMENT OF FINANCIAL CONDITION OCTOBER 31, 1968 AND 1967 


ASSETS 1968 1967 
CURRENT ASSETS oe al 
CASH as, F iaie ca alc Bots & 4 otters dumm ole Olal oatelie wie Hee ole eves ote: Sica ee CeeveN se ronC ee ean ee S$) 113;237 $ 52,453 
Notes receivable 
Wholesale (less deferred discounts and unearned interest of $445,729 in 1968 and $457,903 
11,1967) odo. Yin ened po wie seen aha, 020. WR ae ralreoes ee vad erase ret eee et ae Gree a a 48,415,576 49,930,851 
Retail (less unearned finance charges of $6,732,076 in 1968 and $4,658,295 in 1967)....... 42,093,570 31,975,497 
90,509,146 81,906,348 
Less allowance for losseSs ocig% os. 055. 5 die She + Son er ene een Ee eee 1,476,335 1,322,479 
Notes receivable (Met) a .<.<cce sc. caer arses e aiace Sees e eo are Nee eae ee 89,032,811 80,583,869 
Refundable Federal tax... 52.8 «sedis Gere v sou Wi stents stots ate hee ee 48,426 _ 
Total. current assets .25..¢ 9.0. eins oe Ae cen secs Ste tee 89,194,474 80,636,322 
PREPAID INTEREST- AND OTHER: ASSETS 25.5.4 ccc one tice ies rt ene ae eee 365,808 388,955 
DEFERRED INCOME TAXES .5.. 2s cacoiccu os wis cob eo ie ae ee ee eee 425,805 = 
Total assets «2.35.08 ghee: 00 ee aia te oa ote eee Ere $89,986,087 $81,025,277 
LIABILITIES AND EQUITY CAPITAL 
CURRENT LIABILITIES 
Notes and loans due withimone-year. .2. ee ee ee $43,329,300 $45,829,800 
Demand notes payable—parent company.......20.4-2 6 =o ie i ee ee 11,075,000 3,230,000 
Accounts payable (including parent company $1,167,093 in 1968 and $770,328 in De) season 1,257,266 804,867 
FXO 65 KUL or 8 M6» or eee ar erry en Sew ee PEN Oe EE eo Gin Gk aoa coe 454,284 STS, 027 
Accrued Interest 22s oinre aces ota: Cae lessee Po Se eee ee 268,230 544,358 
Dealers contingency credits. eee er eee ee iret aes Ore oS 2 Sc! Slates 1,015,081 786,933 
Total current liabilities... 2. ees Se ee eee 57,399,161 51,774,685 
SENIOR INDEBTEDNESS 
Debentures—534,°7, due-1984 of prior: oc... =. 3 ee ee 11,000,000 11,000,000 
SUBORDINATED INDEBTEDNESS 
Notes—6°% to 734°% due 1984 or prior (1968 includes U.S. $5,000,000 due to affiliates)......... 7,395,313 4,695,313 
EQUITY CAPITAL 
Capital stock 
Authorized—250,000 shares of $100 par value—issued and fully paid 100,000 shares...... 10,000,000 10,000,000 
Income retained 1968 1967 
Balance, beginningio; year... eee ee $3,555,279 $3,122,094 
Net.incomefor the yeatn.s- 1s eee 1,586,334 1,333,185 
Less cashidividends.7 4 s:<40 ee ee eee (950,000) ( 900,000) 
Balance, end! of year .....c03 3403. Wa ee ee ee 4,191,613 3,559,209 
Total equity capital e..5 5 cate I er 14,191,613 IS S55e279 
Total liabilities and equity capital=.2-73-- ee  eee $89,986,087 $81,025,277 


Approved on behalf of the Board: W. N. Smitu, Director 


C. C. BRANNAN, Director 


Basis of Financial Statements 


RECEIVABLES. At October 31, 1968 wholesale notes receivable included $1,485,757 
which will mature after October 31, 1969, of which none will mature after 
October 31, 1970 and retail notes receivable included $27,120,117 maturing after 
October 31, 1969 of which $11,602,754 will mature after October 31, 1970. 
DEFERRED INCOME TAXES. A recent opinion of the Canadian Institute of Chartered 
Accountants adopted the principle of comprehensive inter-period income tax 
allocation. This principle provides for recognition of the income tax effect in the 
current period for each income and expense item regardless of when the income 
tax is actually payable. The Company’s allowance for losses which totaled 
$1,322,479 at October 31, 1967, has not been deducted for Federal income tax 
purposes. The opinion requires that the tax effect be given to the allowance for 
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losses and the Company is complying with this requirement over a two year 
period of time, which generally coincides with the average life of the Company’s 
notes receivable. The effect of this change of practice was to increase net income 
by $425,805 and a similar adjustment can be anticipated in 1969. 


NET INCOME. Earnings on wholesale notes are derived from carrying charges 
based on the monthly note balances and from a discount which the Company 
takes into income upon settlement of the notes. 

Finance charges included in retail notes are taken into income over the life 
of the notes. 
INDEBTEDNESS. At October 31, 1968 there is no restriction on dividend distri- 
bution under the provisions of the loan agreements relating to the senior and 
subordinated indebtedness. 


Research and development through- 
out the International Harvester world- 
wide organization has resulted in the 
introduction of many new products that 
will no doubt strengthen our competitive 
position in the markets we serve. The 
R&D activities at Hamilton Works and 
Chatham Works are outlined on pages 
7 to 11 of this Annual Report. 


1 - ays ; < tS as “gan 
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The new Hough 400 Pay loader is a fast-moving 
alternative to the conventional power shovel. 


Unique four-wheel drive gives the giant 180 Pay hauler 
exceptional traction on unfavourable terrain. 


re aS " Bre Hai = 
Fine car styling and comfort are combined with rugged strength in the 
recently introduced International pickup and Travelall station wagon. 


The new 815 and 915 combines have hydrostatic drive and 
sophisticated controls for efficient harvesting. 


Some International farm tractors are now 
available with hydrostatic drive. 


The new Cadet 60, 
at left, joins the 
line of Cub Cadet 
garden tractors. 
Like some models 
of International 
farm tractors, the 
124 Cub Cadet has 
hydrostatic 
all-speed drive. 
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